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November 29, 2010

Independeﬁt Auditor's Report

The Officers and Board of Directors
The Arc Baton Rouge
Baton Rouge, Louisiana

Members of the Board:
We have audited the accompanying statements of financial position of

The Arc Baton Rouge
(A Non-Profit Organization)
Baton Rouge, Louisiana

as of June 30, 2010 and 2009, and the related statements of activities, functional expenses and cash
flows for the years then ended. These financial statements are the responsibility of the Organization's
management. ‘Our responsibility is to express an opinion on these financial statements based on our
andits. ‘

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free of
‘material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall financiai
statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of The Arc Baton Rouge as of June 30, 2010 and 2009, and the changes in its net
assets and its cash flows for the years then ended, in conformity with accounting principles generally
accepted in the United States of America.




In accordance with Government Auditing Standards, we have also issued our report dated
November 29, 2010, on our consideration of The Arc Baton Rouge’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts and
grant agreements and other matters. The purpose of that report is to describe the scope of our testing
of internal controi over financial reporting and compliance and the results of that testing, and not to
provide an opinion on internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards and should be
considered in assessing the results of our audit.

Yours truly,

Bhstfoss, Wl « lonll £




The Arc Baton Rouge
Statements of Financial Position
June 30, 2010 and 2009

P

Assets

Assets

Cash and cash equivalents
Investments
Receivables

Trade

State contracts

Federal contracts
Notes receivable
Inventory
Property, Plant and Equipment, Net
Deposits

Total assets
Liabilities and Net Assets

Liabilities
Accounts payable
Accrued expenses
Line of credit
Deferred income
Accrued pension cost
Total liabilities

Net Assets
Unrestricted

Total liabilities and net assets

The accompanying notes are an integral part of these financial statements.
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2010 2009
$412,631 $577,498
123,634 124,729
137,548 76,025
70,544 150,086
270,233 262,893
29,811
15,520 16,649
965,990 1,002,986
7.243 6,243
2.003.343 2,246,920
33,110 103,530
256,732 258,357
37,626
55,648
1,090,214 972,200
1,523,330 1,334,093
480,013 912.827
2,003,343 2,246,920



The Arc Baton Rouge
Statements of Activities

Years Ended June 30, 2010 and 2009

Unrestricted Net Assets
Operating:

Unrestricted Revenue and Gains
Federal and State contracts
Federal awards
Program sales and service fees
Capital Area United Way
Contributions
Investment return
Pubiic grants and other income

Total unrestricted revenue and gains

Expenses
Program services
General and administrative
Fund raising

Total expenses
Increase (Decrease) in Net Assets From Operating Activities

Non-Operating:
Pension-related changes other than net periedic pension costs

Increase (Decrease) in Net Assets
Net Assets, beginning of year

Net Assets, end of year

The accompanying notes are an integral part of these financial statements.
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2010 009
$4,921,224  $5,094,552
213,191 148,582
370,028 380,162
153,697 143,424
91,010 171,242
71 (2,784)
393,825 304.877
6.143.686 6,240,055
6,087,792 5,890,325
417,955 533,480
31,883 35253
6,537.630 6,459,058
(393,944) . (219,003)
(38870  _(687,175)
(432,814) (906,178)
912.827 1.819.005
480,013 912,827
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The Arc Baton Rouge
‘ Statements of Cash Flows
Years Ended June 30, 2010 and 2009

2010 2009
Cash Flows From Operating Activities
Increase {decrease) in net assets ($432,814)  ($906,178)
Adjustments to reconcile change in net assets to net

cash provided by operating activities

Depreciation 94,454 91,064
Loss on disposal/sale of fixed asset ' 2 700
Net unrealized (gain) loss on investments 1,316 5,733
Write-off of notes receivable 14,026

Changes in operating assets and liabilities
(Increase) decrease in:

Accounts recejvable 10,679 332,901
Inventory 1,129 3,063
Deposits {1,000) 18,503
Increase (decrease) in: ‘ '
Accounts payable (20,420) (3,395)
Accrued expenses (1,625) (15,391
Deferred income + 55648 (7,551)
Accrued pension cost 118,003 684,563
Net cash provided (used) by operating activities {160.597) 204,012
Cash Flows From Investing Activities
Purchase of property and equipment i (57,460) (68,111)
Purchase of investments (221 (50,376)
Collections on notes receivable 15,785 2,928
Net cash used by investing activities {41.896) (115,559}
- Cash Flows From Financing Acfivities
Increase in line of credit 37.626
Net cash provided by financing activities 37.626
Net Increase (Decrease) in Cash and Cash Equivalents {164,867 88,453
Cash and Cash Equivalents, beginning of year 577.498 489.045
Cash and Cash Equivalents, end of year 412,631 577,498

The accompanying notes are an integral part of these financial statements.
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The Arc Baton Rouge
Notes to Financial Statements
June 30,2010

Note 1-Nature of Organization

The Arc Baton Ifouge (Organization) is a not-for-profit organization which promotes, develops, monitors, supports
and directly provides services to improve the well being of people with disabilities and their families from East Baton
Rouge and surrounding parishes. The Arc Baton Rouge has various funding resources that includes the Capital Area
United Way agency and federal and state contracts and grants.

The Arc Baton Rouge offers the following service programs:

Metro Enterprises: (Metro Business and Metro Habilitation) Day program services offer opportunities for people
(age 22 and over) with mental retardation or other developmental disabilities to become more independent, integral
and productive members of society. Services include work adjustment training, community life enrichment and
paid work experience.

The Arc Baton Rouge Children’s Services: (The Arc Early Head Start and Child Care Center and Early
Intervention) Promotes the rights and full inclusion of children with special needs and their families. Together
with community partners, the program provides services, supports and advocacy that inspire our community and
individuals. The program provides child development services through The Arc Eatly Head Start and Child Care
Center. Early Intervention services are provided for children with disabilities and families in home and community
settings. The program also supports inclusion through training and technical assistance projects to support Early
Childhood teachers and child care providers to include children with disabilities in natural settings. The Arc
Children’s Services also provide services to families of children with disabilities through parent support and
training.

Respite Care Programs: Provides relief for the primary care providers of children and adults with developmental
disabilities, from the everyday care, whether it’s physical assistance, supervision or accompanying on outings. The
support may occur in the individual’s home, in the community or in the Respite Center. It may occur regularly or
the family may only request assistance in an emergency situation, The primary objective of Respite is to help
prevent or delay institutionalization of individuals with developmental disabilities.

Louisiana Career Development Center: Provides individuals who are deaf or deaf/blind with comprehensive
assessments, travel training, work ethics training (including an internship), individual job placement in area
businesses, and follow-up support to employees and employers.

Baton Rouge Vocational Services: Develops and creates employment opportunities for individuals (age 16 and
older) with disabilities through partnership with LRS. Provides vocational assesstments, job readiness skills, job
placement and training service and follow-up services.

Community Services: Provides disability education to the general public, service referral, advocacy, crisis
assistance, and coordination of volunteer efforts, as well as recreational and leisure activities, Works with other
established agencies to provide inclusive recreational opportunities for persons with developmental disabilities,
coordinates an array of recreational and special events. An adaptive swim program with individual therapyand
lessons is offered every summer.

Community Life:  Provides supported living services to adults with developmental disabilities who require
assistance or support 1o live in their own homes in the community. The goal of Community Life is to provide

opportunities and support for individuals in their quest to live as independently as possible and to be successfully
included in the community.

10




The Arc Baton Rouge
Notes to Financial Statements
June 30, 2010

Note 2-Significant Accounting Policies

A. Basjs of Accounting
The financial statements are presented using the accrual basis of accounting.
B. Basis of Presentation

The Organization has adopted the Financial Statements of Not-for-Profit Organizations Topic under the FASE -
Accounting Standards Codification. Under this topic, the Organization is required to report information regarding
its financial position and activities according to three classes of net assets: unrestricted net assets, temporarily
restricted net assets, and permanently restricted net assets. Unrestricted net assets include those net assets whose use
by the Organization is not restricted by donors, even though their use may be limited in other respects, such as by
contract or board designation. Temporarily restricted net assets are those assets whose use by the Organization has
been limited by donors to () later periods of time or other specific dates, or (b) to specified purposes. Permanently
restricted net assets are those net assets received with donor-imposed restrictions limiting the Organization’s use of
the asset. The Organization does not have any temporarily or permanently restricted net assets.

C. Use of Estimateg

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America requires management to make estimates and assumptions that affect the amounts reported in the
financial statements and accompanying notes. Actual results could differ from those estimates.

D. Cash and Cash Eguivalents

The Organization censiders all funds on hand and with financial institutions with maturities of three months or less
to be cash equivalents.

E. Receivables

The Organization considers receivables to be fully collectible; accordingly, no allowance for doubtful accounts is
required. If amounts become uncollectible, they will be charged to operations when that determination is made.

F. Inventory
Inventory is stated at the lower of cost or market using the first-in first-out method.

Q. Investments

Investments in equity securities with readily determinable fair values and all debt securities are carried at fair value.
Fair value is determined using quoted market prices (where available) or, if not available, estimated fair values based
on quoted market prices of financial instruments with similar characteristics. All other investments are carried at the
lower of cost or market. Recognized gains and losses on investments are reflected in the statement of activities,
Dividends and interest income are recorded during the period earned. Unrealized gains and losses are included in the

changes in net assets. Investment income is reported as increases in unrestricted net assets in the reporting period in
which the income and gains are recognized.




The Arc Baton Rouge
Notes to Financial Statements
June 30, 2010

Note 2-Significant Accounting Policies (Continued)
G. Investments (Continued}

The Organization adopted the Fair Value Measurements and Disclosures Topic under the FASB - Accounting
Standards Codification. Under this topic, fair value is defined as the price that would be received to sell an asset or
paid to transfer a liability (i.e. the “exit price”) in an orderly transaction between market participants at the
measurement date. The topic establishes a hierarchical framework which prioritizes and ranks the level of market
price observability used in measuring investments at fair value. Market price observability is impacted by a number
of factors, including the type of investment and the characteristics specific to the investment.

Observable inputs are inputs that market participants would use in pricing the asset or liability based on market data
obtained from sources independent of the Organization, Unobservable inputs are inputs that reflect the Organization’s
assumptions about the assumptions market participants would use in pricing the asset or liability based on the best
information available. Investments with readily available actively quoted prices or for which fair value can be
measured from actively quoted prices generally will have a higher degree of market price observability and a lesser
degree of judgment used in measuring fair value.

Assets measured and reported at fair value are classified and disclosed in one of the following categories:

Level I: Quoted prices (unadjusted) in active markets which are accessible at the measurement date.
Level H: Prices based on observable inputs corroborated by market data but no quoted active markets.

Level IIT: Prices based on unobservable inputs, including situations where there is little, if any, market activity
for the assets or liabilities. The inputs used in the determination of fair value require significant
management judgment or estimation.

In certain cases, the inputs used to measure fair value may fall into different levels of the fair value hierarchy. In such
cases, an investment’s level within the fair value hierarchy is based on the lowest level of input that is significant to
the fair value measurement. The assessment of the significance of a particular input to the fair value measurement
in its entirety requires judgment and considers factors specific to the investments.

H. Property and Equipment

Property and equipment are recorded at cost. Property and equipment donated for operations are recorded as additions
to net assets at fair value at the date of receipt and depreciated using the straight-line methed of depreciation over the
useful lives of the assets, which range from 5-29 years,

Expenditures for major additions of property and equipment are capitalized. Expenditures for maintenance and repairs
are charged to expense as incurred.




The Arc Baton Rouge
Notes to Financial Statements
June 30, 2010

Note 2-Significant Accounting Policies (Continued)

1. Support

Contributions received and unconditional promises to give are measured at their fair values and are reported as an
increase in net assets. The Organization reports gifts of cash and other assets as restricted support if they are received
with doner stipulations that limit the use of the donated assets, or if they are designated as support for future periods.
When a donor restriction expires, that is, when astipulated time restriction ends or purpose restriction is accomplished,
temporarily restricted net assets are reclassified to unrestricted net assets and reported in the statement of activity as
net assets released from restrictions. Donor-testricted contributions whose restrictions are met in the same reporting
period as received are reported as unrestricted support.

The Organization reports gifts of goods and equipment as unrestricted support unless explicit donor stipulations
specify how the deonated assets must be used. Gifts of long-lived assets with explicit restrictions that specify how the
assets are to be used and gifts of cash or other assets that must be used to acquire long-lived assets are reported as
restricted support. Absent explicit donor stipulations about how long those long-lived assets must be maintained, the
Organization reports expirations of donor restrictions when the donated or acquired long-lived assets are placed in
Service.

J. Contract Receivables

The Organization depends significantly on grant contract reimbursements to carry out its program activities. This
revenue is disclosed as program revenue on the statements of activities.

Grant revenue is recorded as related expenses are incurred, and reimbursement requests are submitted to the grantor
agency.

K. Retirement Plan

The retirement plan is a defined benefit plan which covers substantially all full-time salaried employees.

L. Income Taxes

The Organization is exempt from income taxes under Section 501(c)(3) of the Intemal Revenue Code and is not
classified as a private foundation. Accordingly, no provision for income taxes on related income has been included

in the financial statements.

In Management’s judgment, The Arc Baton Rouge does not have any tax positions that would result in a loss
contingency considering the facts, circumstances, and information available at the reporting date.

With few exceptions, the statute of limitations for the examination of The Arc Baton Rouge’s income tax returns is

generally three years from the due date of the tax returns including extensions. The tax Form 990 is prepared for the
year ended June 30™. The tax years open for assessment are the years ending on or after June 30, 2006,

13




The Arc Baton Rouge
Notes to Financial Statements
June 30, 2010

Note 2-Significant Accounting Policies (Continued)

M. Functional Expenses

The Organization allocates functional expenses primarily by specific identification of program expenses whichinclude
salaries of personnel assigned to specific programs. However, certain administrative salaries and related expenses
and other general expenses are allocated using percentages which are adjusted annually. These percentages coincide
with grant agreements and budgets.

N. Reclassifications

Certain reclassifications have been made to the prior year’s financial statements to conform with the current year’s
financial statement presentation. The reclassifications had no effect on net assets or the increase in net assets.

Note 3-Investments

Investments in money market funds and certificates of deposits are stated at cost and equity investments are stated at
market value as guoted by national publications. At June 30, 2010 and 2009, investments are as follows:

2010 2009
Certificate of deposit $50,000  $50,000
Money Market Funds 63,559 63,337
Equity investments - corporate stock 10,075 11,382
123,634 124,729

Investment income from cash equivalents and investments is comprised of the following for the years ended June 30,
2010 and 2009:

2010 2009
Unrestricted
Dividends and interest $371 $2,949
Net unrealized gains (foss) (1,316) (5.733)
Total (lossY 945 2,184
Note 4-Note Receivable
2010 2009
The Organization sold the facilities (on Wayne Drive) to Open Faith Ministries
for $57,000 in 1995 and financed the sale. Terins are monthly installments
of $500 and include 9% interest per annum maturing January 2016. The note
is secured by the land and building. In April 2010, Open Faith Ministries
reached a settlement with The Arc Baton Rouge making a one-time payment
of $13,500. The remaining balance of $14,026 was written off, — $29.811

14




The Arc Baton Rouge
Notes to Financial Statements
June 30, 2010

Note 5-Property and Equipment

A summary of property and equipment at June 30, 2010 and 2009, is as follows:

2010 2009
Buildings and improvements $2,230,309 $2,222,909
Furniture and equipment 535,363 542,632
Vehicles 174,320 125,210
2,939,992 2,890,751
Less depreciation to date 2,183,999 2,097,762
755,993 792,989
Land 209,997 209.997
Property and equipment, net 965,990 1,002,986

Note 6-Line of Credit

The Arc Baton Rouge has a line of credit with Capital ‘One Bank, N.A. for $200,000, due on demand, of which
$37,626 was drawn at June 30, 2010. The interest rate at June 30 2010 was the prime rate of 3.25%. The line is
secured by the building on Kelwood Avenue. The line of credit had no amount drawn at December 31, 2009.

Note 7-Pension Plan
S
The Organization has a Defined Benefit pension plan which covers substantially all of its employees who meet
eligibility requirements. Benefits under the plan are generally based on the employee's compensation during the
highest five consecutive calendar years' salary during the last ten completed calendar years of service before
retirement. The pension plan is funded in accordance with the requirements of the Employee Retirement Income
Security Act of 1974.

The following table presents the changes in benefit obligations, changes in Plan assets, and the composition of accrued
benefit costs in the statements of financial position for the years ended June 30, 2010 and 2009.

Pension Benefits

2010 2009
Chazanges in Benefit Obligations

Benefit obligations at beginning of year $3,679,766 $3,534,393
Servicecost . 158,666 143,938
Interest cost 232,361 226,539
Change due to assumption changes 285,794 2,213
Actuarial (gain) loss : (79,248) 119,892
Benefits paid (53,476) (332,112)
Expense charges (29.333) - (15.097)

Benefit obligations at end of year 4,194,530 3.679.766

(Continued)
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The Arc Baton Rouge
Notes to Financial Statements
June 30, 2010

Note 7-Pension Plan (Continued)

Pension Benefits
: 2010 2009
{Continued)
Changes in Plan Assets
Fair value of plan assets at beginning of year $2,707,560 $3,246,750
Actual return on plan assets 361,065 (311,981
Employer contributions 118,500 120,000
Benefits paid (82.809) (347.209)
Fair value of plan assets at end of year 3.104 316 2.707.560
Funded status/accrued benefit costs (1,090,214) (972,206)

The Organization adopted the recognition of the funded status provisions of the Employer’s Accounting for Defined
Benefit Pension and Other Pest-retirement Plans Topic under the FASB - Accounting Standards Codification. This

topic requires companies to recognize an asset or liability for the overfunded or underfunded status of their benefit
plans in their financial statements.

Pension related changes other than net periodic cest under the Employer’s Accounting for Pefined Benefit Pension
and Other Post-retirement Plans Topic of the FASB - Accounting Standards Codification are as follows:

Pension Benefits

2010 2009
‘Prior service credit (cost) ($297,244) ($371,721)
Net actuarial (gain) loss 1,373,955 1,415,094
Transition obligation or asset {21.294) (26.826)
Total 1.055.417 1.016,547

[tems not yet recognized as a component of net periodic benefit costs:

Unrecognized prior service credit (cost) (74,477 (74,477)

Unrecognized net actuarial loss 98,200 128,638

Transition obligation or asset (5,532) {5.532)
Total 18,191 48.629

The accumulated benefit obligation for the pension plan was approximately $3.0 million as of June 30, 2010 and 2009,
respectively.

The weighted average assumptions used to determine benefit obligations and net benefit costs for the years ended 2010
and 2009 are as follows.
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The Arc Baton Rounge
Notes to Financial Statements

June 30, 2010
Note 7-Pension Plan (Continued)
Pension Benefits
2010 2009
Benefit Obligations
Discount rate 5.50% 6.25%
Expected long-term rate of return on plan assets 7.50% 7.50%
Rate of compensation increase 4.50% 4.50%
Net Benefit Costs
Discount rate 5.50% 6.25%
Expected long-term, rate of return on plan assets 7.50% 7.50%
Rate of compensation increase - 4.50% 4.50%

The Expected Long-Term Rate of Return on Plan Assets assumption of 7.50% was selected using the “building
block” approach described by the Actuarial Standards Board in Actuarial Standards of Practice No. 27-Selection of
Economic Assumptions for Measuring Pension Obligations. Based on The ARC Baton Rouge’s investment policy
for the pension plan in effect as of the beginning of fiscal year, a best estimate range was determined for both the real
rate of return (net of inflation) and for inflation based on historical thirty year period rolling averages. An average
inflation rate within the range equal to 3.75% was selected and added to the real rate of return range to arrive at a best
estimate range of 6.74% to 8.93%. A rate within the best estimate range of 7.50% was selected.

The components of net periodic benefit costs for the years ended June 30, 2010 and 2009 are as follows (in
thousands):

Pension Benefits

2010 2009

Service cost $158,666  $143,938
Interest cost ) 232,361 226,539
Expected return on plan assets (204,406)  (234,611)
Amortization of unrecognized transitional

obligation or (asset) (5,532) (5,532)
Amount of recognized actuarial (gains) or losses 91,026 61,531
Amount of prior service cost recognized (74.477) (74.477)

Net periodic benefit costs 197.638 117,388

The Organization expects to contribute approximately $105,000 to the plan in 2011. Benefits expected to be paid
during the ensuing five years and thereafter, are approximately as follows:

Fiscal Year Beginning Pension Benefits
July 1,2010 $208,000
July 1, 2011 83,000
July 1, 2012 48.000
July 1, 2013 48,000
July 1, 2014 507,000
July 1, 2015 - 2019 2,269,000




The Arc Baton Rouge
Notes to Financial Statements

June 30, 2010
Note 7-Pension Plar (Continued)
Plan Assets by Catego

As of June 30, 2010 As of June 30, 2009
Amount Percent Amount Percent

Equity $1,136,345 316.60 $1,090,652 40,28

Fixed Income 1,830,540 58.97 1,518,445 56.08

General Account 137.431 4.43 08,463 3.64

Total 3! 104!316 100.00 2!7073560 100.00

The Organization’s investment strategy is a long-term investment mix of forty percent common stocks and sixty
percent fixed income investments which include bonds and cash equivalents. The permitted range by investment
category is 25% - 75% for common stock and bond funds and up to 40% for cash equivalent funds.

Note 8-Pension Plan - Defined Contribution

The Organization has a defined contribution plan subject to Section 403(b} of the Internal Revenue Code. The plan
covers all of its employees who meet eligibility requirements. Employees may contribute 100% of eligible
compensation, not to exceed federal limits.

Note 9-Concentration of Risk

Credit receivables have significant concentrations of credit risk in the governmental sector in the Baton Rouge,
Louisiana area. At June 30, 2010 and 2009, the portion of these receivables related to this sector was approximately
71% and 84%, respectively.

At various times during the year, interest bearing accounts on deposit with one banking institution exceeded the
$250,000 insured by the Federal Deposit Insurance Corporation. Management monitors the financial condition of the

financial institution on a regular basis, along with their balances in cash and cash equivalents to minimize this potential
risk.

Note 10-Economic Dependency

The Organization receives a majority of its revenue from funds provided through programs administered by the State -
of Louisiana and United Way. The program amounts are appropriated each year by the Federal and State governments
and the United Way Agency. If significant budget cuts are enacted at the Federal and/or State level, the amount of
the funds the Organization receives could be reduced significantly and have an adverse impact on its operations.

Manapement is not aware of any actions that will adversely affect the amount of funds the Organization will receive
in the next fiscal year.
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The Arc Baton Ronge
Notes to Financial Statements
June 30, 2010

Note 11-Contingencies - Federal and State Programs

The Organization participates in Federal and State programs, which are governed by various rules and regulations.
Costs charged to the grant programs are subject to audit and adjustment by the grantor agency; therefore, to the extent
that the Organization has not complied with the rules and regulations governing the grants, refunds of any money
received and the collectibility of any related receivable at year end may be impaired. In management’s opinion, there
are no significant contingent liabilities telating to compliance with the rules and regulations governing the grants;
therefore, no provision has been recorded in the accompanying financial statements for such contingencies. Audits
of prior years have not resulted in any significant disallowed costs or refunds. Any costs that would be disallowed
would be recognized in the period agreed upon by the grantor agency and The Arc Baton Rouge.

Note 12-Assets Measured at Fair Value on a Recurring Basis

Assets measured at fair value on a recurring basis at June 30, 2010 comprise the following:

Quoted Prices Other Un-
in Active Observable observable
Markets Inputs Inputs
{Level 1) (Level 2} (Level 3) Total
June 30, 2010
Money Market Funds $63,558 - - $63,558
Equity Investments
Corporate stocks 10,075 ' ~ - 10,075
73.633 — — 73.633
June 30, 2009 :
Money Market Funds 63,337 : - - 63,337
Equity Investments
Carporate stocks 11,392 = = 11392
74,729 - ~ 74,729

Generally, for all investments and assets held in trust, fair value is determined by reference to quoted market prices
and other relevant information generated by market transactions. For certain investments, fair value is determined by
the present value of future cash inflows as determined by a third-party appraisal.

Note 12-Subsequent Events

The Organization evaluated all subsequent events through November 29, 2010, the date the financial statements were
available to be issued.
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November 29, 2010

Report on Internal Control Over Financial Reporting and on Compliance
and Other Matters Based on an Audit of Financial Statements
Performed in Accordance with Government Anditing Standards

Board of Directors
The Arc Baton Rouge
Baton Rouge, Louisiana

Members of the Board:

We have audited the financial statements of The Arc Baton Rouge (A Non-Profit Organization)
Baton Rouge, Louisiana, as of and for the year ended June 30, 2010, and have issued our report thereon
dated November 29, 2010. We conducted our audit in accordance with auditing standards yenerally
accepted in the United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered The Arc Baton Rouge’s internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinion on the financial statements, but not for the purpose of expressing an opinion on the effectiveness
of The Arc Baton Rouge’s internal contro! over financial reporting. Accordingly, we do not express an
opinion on the effectiveness of The Arc Baton Rouge’s internal control over financiat reporting.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct misstatements on a timely basis. A material weakness is a deficiency, or combination
of deficiencies in internal control such that there is a reasonable possibility that a material misstatement
of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis.

Our consideration of the internal control over financial reporting was for the limited purpose described
in the first paragraph of this section and was not designed to identify all deficiencies in internal control over -
financial reporting that might be deficiencies, significant deficiencies, or material weaknesses. We did not

identify any deficiencies in internal control over financial reporting that we consider to be material
weaknesses, as defined above, )
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether The Arc Baton Rouge’s financial
statements are free of material misstaternent, we performed tests of its compliance with certain provisions
of laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts, However, providing an opinion on
compliance with those provisions was not an objective of our audit, and accordingly, we do not express
such an opinion. The resulis of cur tests disclosed no instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards.

This reportis intended solely for the information and use of management, Board of Directors, federal
awarding agencies, pass-through entities, and the Louisiana Legislative Auditor and is not intended to be

and should not be used by anyone other than these specified parties. Under Louisiana Revised Statute
24:513, this repornt is distributed by the Legisiative Auditor as a public docurnent.

Yours truly,

Fasthonn, M/szl?i s bl X%
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The Arc Baton Rouge
Summary of Current Year Findings
Year Ended June 30, 2010

Findings - Financial Statement Audit

None.
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The Arc Baton Rouge
Summary of Prior Year Findings
Year Ended June 30, 2009

Findings - Financial Statement Audit

None.
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